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YOUR PRESENT CLIENTS OFFER THE FASTEST WAY TO GROW
A firm must develop a philosophy of growth if it
is to provide the type of environment that will
offer clients a full range of services. All partners
must believe in this philosophy and be prepared to
make the necessary investment of time and money.
And once agreed upon, the philosophy should be
written down in the staff manual so that all mem
bers of the firm are aware of it.
At any given time, there is probably a 25 percent
to 50 percent growth potential existing within
most firms’ client lists. This makes it well worth
while establishing a program to review work tra
ditionally passed up and consider services not
offered before.
In our firm, we have a five-year growth plan
that encompasses such elements as growth
through mergers and the number of billable hours
and staff required to reach our goals. We suggest
that firms set high goals. Pinpoint the type of ex
pertise and people you want in your firm, set up a
management information system to monitor prog
ress and don't be modest in your ambitions. (By
way of example, we have surpassed every goal we
have set.)

Implementing the plan
Clients seldom know what services they need,
so this will allow you to use some imagination in
upgrading the traditional accounting and auditing
services presently offered. For example, you might
find you can raise compilations to reviews, re
views to audits, or convert annual work to quar
terly work or quarterly work to monthly. Perhaps
you can serve as corporate controller (if you don’t
do the audit) or help clients hire staff for this func
tion. Providing temporary help for clients is an
other possibility.
Once we embarked on our growth plan, it com
pletely changed our method of hiring staff. We

now make sure we have trained skilled people on
hand so that we can offer certain services. One
technique we have learned is to overstaff. It makes
a firm much quicker in sending staff out to clients'
offices.
We did not have a tax department until 1976—
just one person. By the beginning of 1981, the tax
department had grown to six people and currently
there are eight people staffing the department. The
Economic Recovery Tax Act of 1981 stimulated
tremendous interest in tax and estate planning (we
developed an eight-page descriptive booklet for
laymen). As a result, there is heavy demand for
services involving employee stock ownership
plans, tax shelters, conversion to Lifo, etc. How
ever, don't wait for your clients to initiate any
movement toward estate planning. They are look
ing to CPAs for guidance. So, send them a check
list and offer the service.
Management advisory services is another
growth area. Here, your program should be for
malized, particularly where partner and staff edu
cation is concerned, and lists should be prepared
both of the firm's technical capabilities and of po
tential work. The MAS area offers many avenues,
from EDP systems work to providing clerical and
administrative services for clients. We perform
clerical functions for one client—a land-leasing
company—which, although only producing mod
est fees, has led to several referrals. Other possi
bilities exist in providing library services and serv
ices to other CPA firms.
What’s Inside ...

□
Introducing clients to professional fees, p.3.
□
Releasing confidential information, p.4.
□
Basic microcomputer hardware, p.5.
□ How to plan a successful conference, part 2,
p.7.
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Exhibit

Client idea checklist
To: MAS Department

From:______________________________
In-charge accountant (or partner)
Client_______________________________

Date________________________________

Report date________________________ __

□ Audit

Instructions
This form must be completed by the in-charge ac
countant by the completion of fieldwork. One copy
should be submitted to the MAS partner and one
copy retained in the audit file.

□ Review

Present service provided:

□ Compilation (annual only)

□ Other____________________________

□ It does not appear that this client will benefit from additional services.

□ I believe this client can be contacted regarding the following services:
□ Preparation of accounting manual with current written instructions on accounting policies and pro
cedures.
□

Manual or automated accounting system design and implementation.

□

Preparation of budgets, cash flow statements or projections.

□

Design or evaluate internal management financial reports.

□

Help client establish short- and long-term financial planning and budgeting.

□

Cost accounting system design and implementation.

□ Special statements and analysis (break-even analysis, profit analysis by product or department,
sales analysis, inventory control, return on investment studies, property and equipment replace
ment studies, lease or buy analysis, wage and salary survey).
□

Analyze possible new business acquisitions or merger of clients in compatible businesses.

□

Analyze need for in-house computer or use of the firm’s or outside data processing services.

□

Help client in procurement and/or training of accounting personnel.

□

Other (describe)________________________________________________________ _
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If your firm is to provide the services needed
by growing clients, you will have to grow along
with them. This means that you should adhere to
your growth plan by staffing for growth, i.e., by
hiring and training specialists prior to their being
needed, and by developing departments and con
tinuing professional education programs.
As an example, we have two savings and loan
specialists and other staff who do work for notfor-profit organizations. All of these people have
to stay up-to-date with their industries and this
necessitates that we provide extensive CPE for
them. We also have hired trained reviewers and
developed a uniform system of reporting and have
some small-business specialists who are parapro
fessionals with data processing skills. We have
found that our small-business department is a lead
to other businesses.
One should establish a tax department as soon
as possible and, if it is large enough, have subspe
cialists. (A great deal of time can be saved if people
don't have to keep referring to tax services.) And,
separate departments should be set up to handle
various management services even if these are
part-time activities. Other service areas that offer
great growth potential include data processing
and EDP consultation. You can enter these mar
kets by obtaining a small computer and hiring or
training personnel specifically for write-up work
and by either hiring a trained specialist or secur
ing the services of an outside consultant.
There are alternatives to staffing for growth.
For example, a large CPA firm can provide services
to smaller ones. This allows a small firm to service
client needs without excessive cost and provides
new business to the large firm. Such a relationship
can even lead to merger. We sent letters to 125
small practitioners, mostly outside New Orleans,
offering help on certain assignments which we
thought provided a growth opportunity for us.
We received 11 replies, of which 4 resulted in en
gagements. We also received four requests for
merger.

Selling the plan
The most important and difficult part of the en
tire program is selling it to partners and staff. You
must get them enthusiastic and keep them in
formed of progress and plans. You can provide
financial incentives and discuss some phase of the
program at every staff meeting and in every staff
publication.
Clients are in the selling business themselves.
They don’t mind you selling to them. We publish
brochures describing our firm’s services and in

clude a "selling blurb" in every client newsletter.
We also make our management letters a selling
tool and make a point of keeping in contact with
clients, taking them to lunch, etc., and telling them
what we can do for them. We use a checklist (see
exhibit) to generate service ideas.
While we have ruled out advertising at this
time, we are having a public relations firm develop
a public relations program for us. The idea is to
make staff more oriented toward getting publicity
from speeches, etc., and we think this should yield
significant returns.

Monitoring the results
As with any program, it is essential to monitor
the results of your growth plan. Compare your
progress to your goals, discuss the results with de
partment heads and make adjustments and revise
goals where necessary. And again, as with any
other program, someone must be in charge, be the
cheerleader and push for results.
It is important to stay current in the latest
thinking in practice management and develop
ment and to do this we suggest you encourage all
partners to attend management of an accounting
practice programs. We have had a partner attend
every AICPA MAP conference since 1976 and at
tribute much of our success and growth in the
ensuing years to the contacts made and the ideas
and experiences shared at these meetings.
—by Robert A. Peyroux, CPA
New Orleans, Louisiana
Client Introduction to Professional Fees

Chapter 203, "Billing and Collection," of the
AICPA Management of an Accounting Practice
Handbook begins, "No professional service is
complete until it has been satisfactorily per
formed and the fee for it has been determined,
billed and collected. While the quality of the work
is the primary consideration, it is certain to suffer
if a practitioner cannot obtain a reasonable fee
for his efforts.”
Effective client relations are essential if a fair
fee is to be realized and the time to take action is
when an engagement is arranged. If the client is
fully advised of the scope of the engagement and
the manner in which fees are determined, disputes
over fees should be minimized. In this regard, we
find it helpful to introduce new clients to the con
cept of professional fees — particularly those
clients who have no prior experience of CPAs’
services — by sending them the memorandum
on the following page.
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Professional fees

Release of Confidential Client Information

We sell expertise, judgment and time. We have
spent many years accumulating expertise and
judgment in order to make our time a valuable
commodity. We continually strive to improve the
quality of our service and, accordingly, the value
of our time.
Problems relating to fees generally do not arise
where practitioner and client have a mutual un
derstanding of the fee-setting process. The pur
pose of this memorandum is to discuss our firm’s
approach to billing for our services.
□ Practicing accounting costs a lot of money.
Our major expense is personnel costs. Our
policy of maintaining the best staff available
means that we pay top dollar for salaries.
In addition, library supplies and equipment
costs must be recovered through fees. Hour
ly rates must be set with a view to recovering
all expenses plus a profit.
□ We must be adequately profitable.
Our ability to attract and retain high quality
staff and thereby provide high quality ser
vice depends upon the financial success of
our firm. All of our staff members have spent
many years in formal education preparing to
take their place in the professional com
munity and most are certified. People of such
caliber demand to be associated with a suc
cessful organization.
□ How much do professional services cost?
Nothing. If our advice concerning financial
and tax matters doesn’t save you more in
taxes and other business expenses than you
pay us over the long term, we have not
earned our keep. Perhaps we should boast
each time we do something that results in
immediate savings. However, such is not the
nature of professionals.
□ How are fees determined?
Generally by using hourly rates. The rates
vary depending on the staff member’s ex
perience. Rates are a system for allocating
our cost of doing business among our clients
rather than an attempt to value our time.
Our rates are always competitive with other
high quality firms in our area.

Rule 301, "Confidential Client Information," of
the Code of Professional Ethics provides in part
that "a member shall not disclose any confidential
information obtained in the course of a profes
sional engagement except with the consent of the
client." Rule 301 has several exceptions. One of
them provides that the rule "shall not be con
strued to affect in any way a member’s compliance
with a validly issued subpoena or summons en
forceable by order of a court.”
Of the numerous inquiries the ethics division
receives on this subject, two of the most common
situations in which confidential client information
is requested involve cases where
□ The member has provided professional ser
vices for the general partner in a limited
partnership and a dispute arises between the
entity’s general and limited partners result
ing in a request by a limited partner that
certain confidential information be provided
by the member.
□ The spouse of a present or former client has
instituted a divorce proceeding and requests
that certain financial information be pro
vided by the member to support an alimony
or a property settlement.
In both examples some type of legal action has
been or is about to be instituted and the member
usually finds that he has been placed in the middle
of the controversy.
In these or other situations where requests are
made that the CPA provide confidential informa
tion, potential legal or ethical problems may be
avoided if the member insists that the requesting
party obtain a validly issued subpoena or sum
mons enforceable in court before any information
is provided. The member should also consider
consulting his attorney. This course of action is
designed to protect the member if the client raises
a legal or ethical claim that he has been damaged
by the member’s release of confidential informa
tion to third parties.
The issue of what constitutes confidential client
information is sometimes difficult to resolve. If
the member is in doubt, he should first contact his
state society or the AICPA professional ethics di
vision to receive guidance. The member’s attorney
should also be asked for an opinion on the matter.
This article is based on staff responses to ethics
inquiries and is not an official pronouncement of
the professional ethics executive committee or of
the AICPA. Also, it does not address requirements
of other regulatory bodies.

We generally do not initiate fee discussions
since most clients are familiar with the fee-setting
process. However, we do encourage clients to con
tact us if any questions arise concerning our fees.

-by Joe D. Jones, CPA
Jackson, Mississippi
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A Review of Microcomputer Basics

As microcomputers become more affordable and
the quality of accounting software improves, an
increasing number of small firms will consider
using this equipment. Whether you are a practi
tioner planning to bring in-house what is now
done by your service bureau or whether you are
advising clients on their system needs and have
determined that a computer can be advanta
geously utilized, questions remain regarding the
actual choice of system and program packages.
Having computerized my practice just over two
years ago, I now realize that in hardware I made
a good choice. My software selection, however,
could have been better. At the time, the major
factors affecting my selection were what the dealer
had to offer and my limited knowledge of what
was available. Since then, of course, much more
high-quality software has been developed for ac
counting purposes.

The hardware
First of all, what is a microcomputer? Generally
speaking, it is a computer constructed on a single
printed circuit board. Until recently, as advances
in microcircuitry brought about the 16 bit micro
processor, a microcomputer was distinguished by
the use of an 8 bit word or byte, as compared

to the 16 bit circuit design of a minicomputer or
the even larger byte of a mainframe. Today, a
microcomputer, though small enough to be port
able, can easily outperform the room-size main
frame of 15 to 20 years ago.
There are two main considerations in buying a
computer—its reliability and expansion capabil
ity. One area to check in terms of reliability is the
use of cheaper components where it is likely that
more expensive ones might do the job better.
These include components such as a power supply
unit that does not absorb voltage fluctuations as
well as another unit might. You will find, too, that
while some manufacturers have a certain config
uration in mind when designing their computers,
others build an expansion capability into their
machines—slots in the back that permit the con
nection of peripheral equipment such as telephone
modems, floppy disk drives and hard disk units
which make the transfer and storage of a consider
able amount of data relatively easy.
Although some salesmen may tell you other
wise, a service contract is not generally needed.
If you can get past the 90-day warranty period,
you will rarely have any down time due to elec
tronic failure unless there is a voltage surge from
a close bolt of lightning. This happened once to me
and the repair cost $3.75 for parts and $40 for
labor. Voltage surges due to lightning, the cycling

What to Look For in Hardware
Basic hardware requirements
□ An S-100 bus Z-80 microcomputer with
48K RAM (64K is preferable because
some programs will require it and
others will run better with it than in
48K).
□ Two floppy disk drives (eight-inch
double density is ideal, double-sided if
the budget will stretch that far).
□ A terminal 80 characters wide and 24
lines deep with numeric pad, cursor
controls and function keys (insert and
delete line, reverse video, intensity con
trol, blinking).
□ A dot-matrix high-speed printer to get
your work out fast.
□ Software package(s) and CP/M.

First additions

□ Direct-connect modem (PMMI or D. C.
Hayes are suggestions).

Multiuser conversions
□ MP/M—the multiuser operating sys
tem.
□ A multiport board to allow connection
of additional peripherals like terminals
and printers.
□ Additional memory cards—64K for the
first, 48K for each additional (assuming
you bought a 64K board the first time).
□ A second or even a third terminal, de
pending on amount of RAM added.
□ Either an additional set of floppy disk
drives or a Winchester-type hard disk
drive.

Deluxe addition
□ Letter-quality printer.

Supplies
□ Five to ten boxes of floppy disks—ten to
a box.
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of air conditioners and refrigerators or the
switching of loads by the utility company cause
most of the electrically related computer prob
lems. (The use of a dedicated line tends to elimi
nate this.) Surge protectors might eliminate dam
age. These sell for $60 to $150, while constant
voltage transformers cost $400 to $800. Obviously,
some normal maintenance must be expected. Print
heads need to be cleaned and eventually replaced
and disk drives will need head realignment and
other maintenance every three to four years.
Operating systems

Operating systems are either universal in that
they are compatible with any machine that uses a
particular central processor, or else they are pro
prietary in that they have been designed to be used
only with one manufacturer’s product. The prob
lem you may face in choosing a computer that has
a proprietary operating system is that you may
also have to select peripheral devices from that
particular manufacturer or other approved firms,
or run the risk of voiding the warranty. You may
also limit your choice of software to programs
that will run on that particular operating system.
If your accounting practice is growing, it will
soon reach the point at which you will want to use
a computer on more than one task at the same
time. A second computer and operator might have
been the only solution a short while back. Now,
however, multiple tasking is possible with a micro
computer—all you have to add is the second op
erator. Some micros, in fact, will support eight or
more terminals and printers simultaneously.
At present in the microcomputer field, there is
only one operating system in common use that
permits this degree of flexibility. That system is
CP/M (by Digital Research). Its compatible multi
tasking version is called MP/M. There are also
other operating systems such as FAMOS, OASIS
and UNIX which are capable of multitasking,
but there is more software available for micro
computers that use CP/M.
One of the reasons one must consider the ability
to multitask is that a computer sends about
1,000 characters per second to a printer but the
printer can only print at a rate of about 150 char
acters per second. As a result, a considerable
amount of an operator’s time can be spent waiting
for a printout. Operating efficiency can be dra
matically improved, however, through the use of
MP/M and a machine language program called a
spooler. The spooler can accept input at the com
puter’s speed and channel it to the printer at the
slower rate, thus freeing the computer to accept

more data from another terminal.
Before doing any shopping, visit your local com
puter store. There, nestled among the computers
on which people play games, is a literature rack.
Take home some of the descriptive literature, par
ticularly descriptions of accounting packages, buy
some magazines to become familiar with prices,
get a book on CP/M and obtain the name and ad
dress of the contact person for the nearest CP/M
users group. When you have read everything, at
tend a CP/M users group meeting and ask ques
tions. You will have 100 of them. Tell the members
you are just getting started and at least one of
them will volunteer to help. Ask about equipment.
The members will have everything from home
brew kits to top-of-the-line systems and will be
able to tell you what is good and what is not. You
will then be ready to ask a salesperson what oper
ating system a unit has, if it is capable of multi
tasking and if a direct-connect modem and hard
disk drive can be added.
The answer to the first question should be CP/M
and to the others an unqualified yes. The purpose
of your next questions should be to ensure that the
salesman knows that you want a system that will
grow with your practice—a system that can be
added to rather than replaced. Tell the salesman
what you expect to need in a year or so, e.g., three
terminals and two printers. Ask if the equipment
you are seeing will serve as the basis for your fu
ture system and what you will need to add to have
a system for two or more users.
Buying a system without multitasking means
that you don’t expect your firm to grow in the
years ahead. If you buy a unit that does not allow
installation of a direct-connect modem in order to
communicate with other computer systems, it
means that you will have to contend with the
slower transmission rates and greater potential
problems of some of the external modems. An
other point to keep in mind is the vast storage
capacity that a hard disk drive offers.
From whom should you buy a computer? Al
though their prices are higher than those at mail
order houses, local dealers perform valuable func
tions. To start with, they know what will inter
connect and what will not. They can also provide
the proper connectors, warranties, service, loaners
in the event of breakdowns, installation and even
instruction to your staff. In addition, if they know
how to write a decent proposal letter, they will be
able to help you borrow the needed funds from
your bank.
-by William E. Young, CPA
Woodbridge, Virginia
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How to Plan a Successful
Conference (Part 2)
Most people who have been involved in the plan
ning of a meeting or conference are convinced that
if something can go wrong with the arrangements,
it probably will. Because of this, it is very impor
tant to put all instructions in writing, go over them
in person with hotel representatives until you are
sure they understand what you want, and to follow
up before and during the conference to make sure
your instructions are being carried out.
If you don’t take all these steps, you might find,
for example, that the hotel has unexpectedly
moved your reception desk from the assigned and
announced area to another part of the hotel or
even moved your conference to another room.
Another surprise might be the hotel's failure to
close the bar at a reception at a specified time with
the resultant extra costs being charged to you.
Having a definite idea of what is needed and pay
ing strict attention to every facet of the arrange
ments should enable you to minimize the possi
bility of such occurrences.
The first requirement is to find a facility in a
good central location which has rooms that are
large enough for your needs and plenty of parking
space. You should then discuss the meeting setups
with the sales manager and check that the tables
provide enough room for papers and participants’
legs. No one should have to straddle table legs. If
this can’t be avoided, at least make sure the tables
are in good condition with no rough edges. Snags
and ruined stockings early in the day are frustrat
ing. Check the room specifications because hotels
tend to be optimistic about room sizes. If there is
a sliding partition, find out if it is soundproof and
if the sections of the divided room will have indi
vidual air conditioning and heating controls and
sufficient light. Very few meeting rooms have more
than folding partitions anymore so it is a good
idea to find out who your neighbors will be. An
adjacent room in which a loud movie is being
shown or one in which people are singing or con
ducting distractive activities will not add to your
program.
If this is to be a meeting or conference where
food will be served, think ahead. An all-day meet
ing with a luncheon break does not require a heavy
meat-and-potatoes meal. Nothing makes the early
afternoon session more dreary than full, sleepy
participants. Use a little imagination and have
sufficient food but no more than people would
normally eat. Soup, salads and making your own
sandwiches can be highly successful. To go along

with this type of lunch, a good afternoon break
could include fresh fruit, ice cream and mineral
water, along with the traditional coffee and soft
drinks. If cocktails are in order before lunch, limit
the time and the size of the drink so as to limit the
consumption. Better yet, have some standard pre
mixed drinks available along with juices. Be sure
you know how you are paying for the liquor—by
the drink or by the bottle. Don’t leave anything to
chance. Sample entrees and inspect the bar and
beverage counter if you harbor any doubts about
quality or service.
The function book or diary is where the hotel
sales department records meetings on a day-to-day
basis. Watch as the sales manager enters your re
quirements. Don’t leave it at this though. You
must now write to the sales manager detailing
absolutely everything.
In your opening paragraph, state the name of
your firm or the group sponsoring the meeting,
the number of people attending and the inclusive
dates of the meeting. Divide your requirements
into parts—meeting arrangements, food functions
and accommodations if these are needed.
Under meeting arrangements, specify the room
chosen for the conference, the time it will be used
and the meeting setup (include a scale drawing if
you can). Ask that the room be kept at a specified
temperature and that necessary items such as ash
trays, wastebaskets, writing pads and pencils,
water pitchers and glasses be provided.
Under food functions, list the times refresh
ment breaks, cocktails and luncheon should begin
and end. Food requirements must also be listed in
full together with the agreed cost including tax
and tips.
If accommodations are needed, acknowledge
the block of rooms that will be held and state how
the reservations will be handled.
To lessen the chances of mistakes occurring
Do

□ Accept the responsibility for planning a
meeting with the idea that you will give it
your full attention.
□ Assign enough people to the job to assure the
attention to detail required.
□ Work directly with the staff and line per
sonnel of hotels and suppliers so that they
know exactly what you want.
□ Put everything about your conference in
writing. Use diagrams to make things clear.
□ Request a confirmation of your require
ments letter (space, food, beverages, accom
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modations) signed by responsible officials of
the hotel or other suppliers.
□ Enter into contractual agreements with
hotels and other suppliers, especially where
the size of the meeting or materiality of costs
seem to warrant it, and be sure that you have
legal recourse in the event that the hotel or
other suppliers fail to perform up to speci
fications. This applies primarily to large
meetings of 500 people or more.
□ Make an effort to keep within your budget
for every meeting.

Don’t
□ Upset the hotel staff with half-formed plans.
Wait until your plans are firm and are in
writing before conferring with responsible
officials.
□ Forget that hotels are in business to make
money and will hold you strictly to account
on your estimates of attendance at meals
(called guarantees)—an area in which the
penalties can be large if you overestimate.
□ Be haphazard about accommodation reser
vations and observe the release date or you
may be charged for the rooms anyway.
□ Overlook in your budgeting the fact that

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036

most food functions will have tax and gratui
ties added to the bill. Know the gratuities
and tax rates before you go into detailed
planning of meals.
□ Forget that gratuities to people such as ban
quet captains and head housemen, over and
above the normal 15 to 18 percent, will keep
the service machinery well oiled and running
smoothly. The timing of gratuities is a mat
ter of judgment—a token in advance with
the promise of more later is usually the best
way. You can discuss gratuities for other
workers with the convention or catering
manager after the conference.
□ Make last minute changes without docu
menting them carefully and conferring with
key hotel staff members about them.

Possibly, the best advice when planning a con
ference is to keep in mind the axiom in the opening
sentence—that if something can go wrong with
the arrangements, it probably will. Still, if you pay
close attention to detail as suggested above, the
chances of the conference being a success will be
greatly improved. In fact, the chances are that it
will be such a success that you will be asked to
plan the next one.
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